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ZACK is a computerized farm budgeting
program which farmers
can use to prepare their
annual farm plans and
cash-flow budgets.
- A computerized farm b u d g e t i n g program

Merredin farmer Ross
Robartson (check shirt) and
Department of Agriculture
adviser Steve Hossen using
ZACK to prepare Ross'
annual farm plan and
budget.

By Mark Stevens, Regional Economist,
Geraldton and Alan Peggs, Adviser, Farm
Management, South Perth
Developed by the Department of Agriculture,
ZACK enables farmers to throw away their pencils,
rubbers, calculators and cash-flow forms and use a
computer to prepare their annual farm plans and
cash-flow budgets.
No longer will farmers have to spend hours calculating and re-calculating their monthly totals to
make their budgets balance. The computer and
ZACK will do this automatically, enabling farmers
to use their valuable time more productively fine
tuning their budgets and crop and livestock
programmes by answering "what if questions.

Using ZACK
Farmers and other users will need the following
items to use ZACK:
• An IBM compatible micro-computer with at
least 640K of memory.
• A printer capable of handling A4 paper.
• A LOTUS 123 or VP-PLANNER spread-sheet
program.
• ZACK.
Farmers use ZACK in the same way they construct a cash-flow budget by hand. They develop
a physical plan (crop and livestock programmes)
for the year and then incorporate the financial
implications of the plan into a cash-flow budget.
If the plan fits within the financial constraints of
the business, for example, peak overdraft limits
at the bank and stock-firm, it can be accepted. If
not, the plan must be revised until it does.
A four-step approach
Step 1. Formulate a physical farm plan for the
year which consists of:
• a crop programme (farmers can
PADPLAN, also developed by the
of Agriculture, which allows them
crop programme on an individual
basis),

use
Department
to develop a
paddock

• a sheep programme, and
• a cattle programme.
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Step 2. Develop a financial plan which is based
on the physical plan, a cash-flow budget and a
statement of assets and liabilities (equity).
Step 3. Evaluate the impact of the physical plan
on key financial indicators:
• cash-flow.
• peak debt (overdraft) requirements.
• equity.
Step 4. If the physical plan falls within the key
financial indicators, accept it. If not, revise the
physical and financial plans until they fall
within these important restrictions.
What can ZACK do for fanners?
The greatest advantage of ZACK is that it
allows a farmer to use the preparation of a
cash-flow budget as a planning exercise rather
than what it often becomes - an exercise in
mathematical calculation. As ZACK automatically does all the mathematical calculations a
farmer can concentrate on developing the best
possible physical and financial plans for the
farm business. In this way ZACK can make a
substantial contribution to improved farm
management.

A range of plans can be considered and evaluated in a relatively short time. The more plans a
farmer can consider and evaluate, the more
likely he or she will select a plan close to the
best for the farm business. For example a
farmer could evaluate the effect of an early,
average or late seasonal break on the farm
business by preparing crop and livestock plans
for each of the breaks. In this way he or she
may well be able to take advantage of an early
break of the season or reduce the effects of a
late break because of the previous planning for
such an event.
ZACK allows a farmer to develop a farm plan
in physical terms. This can be undertaken on a
paddock-by-paddock basis by entering details
of crop type, area, expected yields, fertilizer
and spray rates into PADPLAN and then
incorporating the summary data of PADPLAN
into ZACK, or by entering similar information
directly into ZACK.
Similarly figures for livestock, such as numbers
on hand, numbers bought and sold, buying
and selling prices, numbers shorn, wool cut per
head, wool price, month when wool and
livestock were or will be sold, lambing percentage and death rates can be specified. The
computer links this data with the cash-flow
budget and the statement of assets and liabilities so that the financial implications of the
crop and livestock programmes, and any
changes to them, are immediately apparent.
The financial implications of the program focus
on three key aspects: cash-flow surplus or
deficit, peak overdraft requirements and equity
via cash-flow budgets, and statements of assets
and liabilities.
Physical and financial plans can be developed
for more than one year. They can be developed
in detail over the current and the next year and
in summary form on a year-in-year-out (YIYO)
basis. This allows the farmer to evaluate the
impact of any planned changes in terms of key
financial indicators over more than just the
current year.

ZACK can help a farmer evaluate the effect of an early,
average or late break of the season on the farm business.

This is invaluable when major changes are
contemplated which will affect the farm
business over a long time. For example, the
computer program can evaluate the effects of
land purchase, land development, a substantial
change in enterprise mixture - such as reducing
cropping areas and increasing sheep numbers,
or leasing land, on the farm business. (See the
box on page 110 which shows how ZACK can
be used to evaluate a change in enterprise
mixture from crop to sheep.)
The ZACK format is an ideal form in which
farmers can present a case to financial institutions to fund a particular farm programme.
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This is especially the case when the programme involves change which has a significant impact over time, for example buying
land. With ZACK's ability to indicate the
financial impact of the change over more than
one year, financiers are likely to have greater
confidence in the new programme and so be
more likely to fund it. Bank managers have
reacted favourably to ZACK when used for
this purpose, with comments such as "... I wish
all our clients presented their budgets like this
The ZACK program is not restricted to Western Australian broad-acre farm businesses. It
can be used in other States by farmers operating broad-acre grain and livestock (sheep and
cattle) enterprises.

ZACK has been developed primarily for farms
based on broad-acre grain and livestock
enterprises. With modifications it may be
adaptable to farm businesses based on other
enterprises.
ZACK, in essence, is a tool for evaluating
alternative farm plans. It relies on the farmer
using realistic data and planning a logical farm
programme. ZACK can not indicate the
optimum farm plan, but because it provides a
farmer with information on the likely consequences of several plans he or she is more able
to select one closer to the optimum than if the
consequences of only one plan were considered. This is all that manual farm planning
allows many farmers to consider.
Buying ZACK

What does ZACK cost?
Farmers and others wanting to use ZACK will
need the following computer hardware and
software:
Computer

$1,200 to $2,500

Printer

$350 to $750

Spread-sheet program

$160 to $610

(VP-PLANNER or LOTUS)
ZACK Program
Total cost

$150
$1,860 to $4,010

Although the initial capital cost may be substantial, the benefits to a farmer from improved
farm management decision-making are likely
to more than compensate for the cost. The real
cost to a farmer wishing to use ZACK is the
time needed to become familiar with a spreadsheet program and ZACK. The skills required
to use a computer, a spread-sheet and ZACK
are easy to learn, but do take some time. ZACK
comes with a comprehensive instruction
manual and the Department of Technical and
Further Education (TAFE) holds training
courses to help farmers learn these skills.
Some restrictions
ZACK's greatest limitation at present is its
inability to make actual to budget comparisons
and so provide a means of financial control
over the budget period. However this is only a
short-term problem as we have developed a
financial control program which complements
the ZACK program and which will be available soon.
Another restriction is that the financial control
facility is not based on a cash-book. The ZACK
presentation will not be an adequate record of
actual receipts and payments for taxation
purposes.

ZACK can be bought from the Department of
Agriculture's head office and from district
offices. It will be available soon from some
computer software retailers.
Background to ZACK
ZACK was developed by Mark Stevens,
Regional Economist at the Department of
Agriculture's Geraldton office, with assistance
from the Farm Management Branch of the
Department's Division of Agricultural Economics and Marketing.
The Department originally developed ZACK
as a computer program suitable for internal
use by its advisers and economists for farm
management extension, and the assessment of
loan applications from farmers to the Rural
Adjustment and Finance Corporation.
Subsequently ZACK became the corner-stone
of the Department's Farm Management
Extension Initiative project to help farmers
improve their financial management skills. As
a result farmers became familiar with the use
of ZACK and asked if they could buy a copy.
Demand for ZACK grew to such an extent that
the Minister for Agriculture approved its sale
in February, 1988. This was the first time the
Department had sold its own computer software.
Changing from crop to sheep
Fred and Mary Smith (not their actual names)
are farmers at Mukinbudin. They farm 6500 ha
of mainly heavy to medium soils. In 1987-88,
because of drought, their average wheat yield
was only 0.4 t / h a and the farm business made
a loss of $78,000.
When they were preparing their budget early
in 1988 with ZACK and PADPLAN, they were
concerned about the possibility of another poor
year. They decided to develop two budgets:
109
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Table 1. Comparison of a cropping versus sheep programme for a farm at Mukinbudin

1988-89
Wheat yield (t/ha)
Wheat sold (t)
Wheat price ($/t)
Sieep (dse)
Wool (kg)
Wool price (</ k g )
Sieep sold (head)
Cash-flow ($)
Peak overdraft at bank ($)
Change in equity ($)

0.8
1,500
108
5410
15145
650
1,850
83472
-84,114
76,114

Strategy 1 - Crop
1989-90
0.8
1,500
108
5,115
15,805
650
1,887
60,769
-32,492
61,705

one based on their traditional strategy of 2000
ha of wheat and sale of 1350 wethers and
wether lambs; the other based on reducing
their wheat area to 1000 ha and keeping all the
wethers and wether lambs they had intended
to sell.
While the second strategy might result in a
smaller cash-flow than usual, they believed it
might be less risky. Fred and Mary wanted to
know what effect each of these options would
have on cash-flow, peak overdraft requirement
and equity in 1988-89, in 1989-90, and on a
year-in-year-out basis. By using ZACK and
PADPLAN they prepared a budget based on
their traditional strategy. They then modified it
to evaluate the second strategy. The results are
shown in Table 1.
Based on the prices and yields assumed in
Table 1, there is not a big difference between
the two strategies. The principle difference
Cropping versus sheep? In today's economic climate,
running more sheep and cropping less land is a less risky
strategy for some famers.
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YIYO
0.8
1,500
120
5,210
16,742
550
1,600
39,820

1988-89
0.8
750
108
5,410
21,295
650
500
52,230
-101,099
52,224

Strategy 2 - Sheep
1989/90
YIYO
0.8
750
108
6,465
24,891
650
1,700
72,015
-42,455
76,175

0.8
750
120
6,560
25,358
550
1,500
34,502

occurs in 1988-89 when the sale of wethers and
wether lambs makes a significant contribution
to Strategy 1 cash-flow, overdraft peak and
change in equity.
In 1989-90, Strategy 2 generates a higher cashflow and a greater change in equity than Strategy 1. However it requires a slightly higher
peak overdraft. On a year-in-year-out basis
there is little difference between the two
strategies. Fred and Mary Smiths' decision on
which strategy to choose came down to their
attitude to risk. They considered running sheep
a less risky operation than growing wheat in
the next two years. As a result they decided to
adopt Strategy 2.
Herein lies the strength of using computerized
farm planning programs such as ZACK and
PADPLAN as management decision aids.
These programs allow a farm business manager to assess promptly the effects of proposed
changes to the farm plan. In this way the
farmer becomes better informed about the
likely consequences of any changes contemplated. With better information a farmer is
more able to make better farm management
decisions.
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